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in the region or state in which the ap-
pealing PHA is located. This profes-
sional is to be procured by HUD. The
professional review and recommenda-
tion will then be forwarded to the As-
sistant Secretary for Public and Indian
Housing (or designee) for final deter-
mination; and

(4) If the appeal is granted, the PHA
agrees to be bound to the independent
cost assessment regardless of new fund-
ing levels.

Subpart H—Asset Management

§990.255 Overview.

(a) PHAs shall manage their prop-
erties according to an asset manage-
ment model, consistent with the man-
agement norms in the broader multi-
family management industry. PHAs
shall also implement project-based
management, project-based budgeting,
and project-based accounting, which
are essential components of asset man-
agement. The goals of asset manage-
ment are to:

(1) Improve the operational efficiency
and effectiveness of managing public
housing assets;

(2) Better preserve and protect each
asset;

(3) Provide appropriate mechanisms
for monitoring performance at the
property level; and

(4) Facilitate future investment and
reinvestment in public housing by pub-
lic and private sector entities.

(b) HUD recognizes that appropriate
changes in its regulatory and moni-
toring programs may be needed to sup-
port PHAs to undertake the goals iden-
tified in paragraph (a) of this section.

§990.260 Applicability.

(a) PHAs that own and operate 250 or
more dwelling rental units under title I
of the 1937 Act, including units man-
aged by a third-party entity (for exam-
ple, a resident management corpora-
tion) but excluding section 8 units, are
required to operate using an asset man-
agement model consistent with this
subpart.

(b) PHAs that own and operate fewer
than 250 dwelling rental units may
treat their entire portfolio as a single
project. However, if a PHA selects this
option, it will not receive the add-on

§990.275

for the asset management fee described
in §990.190(f).

§990.265 Identification of projects.

For purposes of this subpart, project
means a public housing building or set
of buildings grouped for the purpose of
management. A project may be as iden-
tified under the ACC or may be a rea-
sonable grouping of projects or por-
tions of a project under the ACC. HUD
shall retain the right to disapprove of a
PHA’s designation of a project. PHAs
may group up to 250 scattered-site
dwelling rental units into a single
project.

§990.270 Asset management.

As owners, PHAs have asset manage-
ment responsibilities that are above
and beyond property management ac-
tivities. These responsibilities include
decision-making on topics such as
long-term capital planning and alloca-
tion, the setting of ceiling or flat rents,
review of financial information and
physical stock, property management
performance, long-term viability of
properties, property repositioning and
replacement strategies, risk manage-
ment responsibilities pertaining to reg-
ulatory compliance, and those deci-
sions otherwise consistent with the
PHA’s ACC responsibilities, as appro-
priate.

§990.275 Project-based
(PBM).

PBM is the provision of property-
based management services that is tai-
lored to the unique needs of each prop-
erty, given the resources available to
that property. These property manage-
ment services include, but are not lim-
ited to, marketing, leasing, resident
services, routine and preventive main-
tenance, lease enforcement, protective
services, and other tasks associated
with the day-to-day operation of rental
housing at the project level. Under
PBM, these property management serv-
ices are arranged, coordinated, or over-
seen by management personnel who
have been assigned responsibility for
the day-to-day operation of that prop-
erty and who are charged with direct
oversight of operations of that prop-
erty. Property management services
may be arranged or provided centrally;
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§990.280

however, in those cases in which prop-
erty management services are arranged
or provided centrally, the arrangement
or provision of these services must be
done in the best interests of the prop-
erty, considering such factors as cost
and responsiveness.

§990.280 Project-based budgeting and
accounting.

(a) All PHAs covered by this subpart
shall develop and maintain a system of
budgeting and accounting for each
project in a manner that allows for
analysis of the actual revenues and ex-
penses associated with each property.
Project-based budgeting and account-
ing will be applied to all programs and
revenue sources that support projects
under an ACC (e.g., the Operating
Fund, the Capital Fund, etc.).

(b)(1) Financial information to be
budgeted and accounted for at a project
level shall include all data needed to
complete project-based financial state-
ments in accordance with Accounting
Principles Generally Accepted in the
United States of America (GAAP), in-
cluding revenues, expenses, assets, li-
abilities, and equity data. The PHA
shall also maintain all records to sup-
port those financial transactions. At
the time of conversion to project-based
accounting, a PHA shall apportion its
assets, liabilities, and equity to its re-
spective projects and HUD-accepted
central office cost centers.

(2) Provided that the PHA complies
with GAAP and other associated laws
and regulations pertaining to financial
management (e.g., OMB Circulars), it
shall have the maximum amount of re-
sponsibility and flexibility in imple-
menting project-based accounting.

(3) Project-specific operating income
shall include, but is not limited to,
such items as project-specific oper-
ating subsidy, dwelling and non-dwell-
ing rental income, excess utilities in-
come, and other PHA or HUD-identi-
fied income that is project-specific for
management purposes.

(4) Project-specific operating ex-
penses shall include, but are not lim-
ited to, direct administrative costs,
utilities costs, maintenance costs, ten-
ant services, protective services, gen-
eral expenses, non-routine or capital
expenses, and other PHA or HUD-iden-
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tified costs which are project-specific
for management purposes. Project-spe-
cific operating costs also shall include
a property management fee charged to
each project that is used to fund oper-
ations of the central office. Amounts
that can be charged to each project for
the property management fee must be
reasonable. If the PHA contracts with
a private management company to
manage a project, the PHA may use
the difference between the property
management fee paid to the private
management company and the fee that
is reasonable to fund operations of the
central office and other eligible pur-
poses.

(b) If the project has excess cash flow
available after meeting all reasonable
operating needs of the property, the
PHA may use this excess cash flow for
the following purposes:

(i) Fungibility between projects as
provided for in §990.205.

(ii) Charging each project a reason-
able asset management fee that may
also be used to fund operations of the
central office. However, this asset man-
agement fee may be charged only if the
PHA performs all asset management
activities described in this subpart (in-
cluding project-based management,
budgeting, and accounting). Asset man-
agement fees are considered a direct
expense.

(iii) Other eligible purposes.

(¢c) In addition to project-specific
records, PHAs may establish central
office cost centers to account for non-
project specific costs (e.g., human re-
sources, Executive Director’s office,
etc.). These costs shall be funded from
the property-management fees received
from each property, and from the asset
management fees to the extent these
are available.

(d) In the case where a PHA chooses
to centralize functions that directly
support a project (e.g., central mainte-
nance), it must charge each project
using a fee-for-service approach. Each
project shall be charged for the actual
services received and only to the ex-
tent that such amounts are reasonable.
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